INTERNATIONAL FINANCIAL NEWS SURVE! 


Vol. Xill, No. 41 


INTERNATIONAL MONETARY FUND 


October 20, 1961 


The United Kingdom and the EEC 


The Council of Ministers of the European Economic 
Community (EEC) met in Brussels on September 25 
and 26, to discuss the United Kingdom’s application 
for membership. It suggested that preliminary discus- 
sions between the United Kingdom and the Council 
be held in Paris on October 10, and that formal 
negotiations begin around the middle of November; 
the Commission of the EEC would participate in the 
negotiations as adviser to the six member Governments 
of the EEC. On September 30, the British Prime 
Minister, Mr. Macmillan, informed the Council of 
Ministers that his Government accepted its suggestions 
and that Mr. Heath, Lord Privy Seal, would be in 
charge of the negotiations regarding the United King- 
dom’s application. 

During the preliminary discussions in Paris, Mr. Heath 
declared to the Council of Ministers that the United 
Kingdom shared the objectives of the Community, and 
wished to join in the bold and imaginative venture of 
the EEC and so to help in promoting, through the 
Community, the widest possible measure of European 
union. The United Kingdom was ready to subscribe 
fully to the aims and objectives of the Community, as 
laid down in certain articles of the Treaty of Rome, 
and to play its full part in the institutions established 
under the Treaty. With regard to the European Com- 
munity for Coal and Steel and the European Atomic 
Energy Community, the United Kingdom would be 
willing to enter into negotiations at the appropriate 
time, with a view to joining these communities when 
it joined the Economic Community. 

On the question of the Community’s external tariff, 
Mr. Heath said that, while some adjustments would no 
doubt be a necessary consequence of the admission 
of a new member, there was no need to ask for a 
renegotiation item by item. The United Kingdom was 
ready to accept the structure of the present tariff as the 
basis of the common tariff of the enlarged Community. 
The lowering of tariffs necessary to make the new 
common external tariff acceptable to the General 
Agreement on Tariffs and Trade and to third parties 
could be achieved by making a uniform cut. 

For some Commonwealth countries and dependent 
territories, a solution might be found in a suitable form 


of association with the Community. No doubt associ- 
ation would not be appropriate for all Commonwealth 
countries, and other solutions would have to be found. 
It would be up to the individual Commonwealth coun- 
tries to decide what form suited them best. 


On agriculture, Mr. Heath said that the United 
Kingdom was ready to participate with the members 
of the EEC in a common policy. In addition to the 
need to protect essential Commonwealth interests, there 
were the problems of British domestic agriculture; but 
the United Kingdom and the EEC started from com- 
mon ground, in that the agricultural objectives of the 
Treaty of Rome were similar to those of the British 
Government. He pointed out that the systems of sup- 
port used by the EEC and the United Kingdom showed 
marked differences, and they would have to consider 
together how the essential interests of British farmers, 
including horticulturists, could be effectively safe- 
guarded. The United Kingdom would have to have an 
adequate period to make the necessary changes. 


Turning to the European Free Trade Association 
(EFTA), Mr. Heath recalled that the member countries 
had recently concluded that each should examine the 
possibility of entering into a direct relationship with 
the EEC. It was for each country to decide for itself 
what sort of arrangement it would like to make. When 
all the members had negotiated arrangements, they 
would come into operation at the same time and EFTA 
would then disappear. 


Mr. Erhard, Minister of Economic Affairs of Ger- 
many and President of the Council of Ministers of the 
EEC, stated that the position of the British Government 
as set forth by Mr. Heath was a good starting point 
for the negotiations, which would, he hoped, progress 
rapidly. It was decided that the Council of Ministers 
should meet in Brussels on November 6 and 7 to 
establish a common position among the six member 
Governments on the negotiations, and that the formal 
negotiations between the EEC and the United Kingdom 
should open in Brussels on November 8. 


Sources: Le Monde, Paris, France, September 28 and 


October 4, 11, and 12, 1961; The Times, 
London, England, October 11, 1961. 
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Loans by IBRD and IDA 


Bank loan to India 


The World Bank on October 13 made a loan 
equivalent to $50 million to India, to help to meet the 
cost of imported equipment and materials over the 
coming year for the development program of the 
Indian Railways. 

The loan is for 20 years and bears interest at 5% per 
cent, including the 1 per cent commission which is 
allocated to the Bank’s Special Reserve. Repayment 
will begin in February 1965. Five U.S. commercial 
banks are participating in the loan, without the Bank’s 
guarantee, for a total of $1,075,000, covering the 
entire first maturity, due on February 15, 1965, and 
part of the second maturity, due on August 15, 1965. 

The development program of the Indian Railways 
has a very important place in India’s Third Five Year 
Plan, which began in April of this year. The Railways 
handle the bulk of long-distance freight and passenger 
traffic in India, and large investments will be required 
if they are to keep pace with the requirements of the 
Plan. Emphasis over the next few years will be placed 
on increasing traffic capacity by equipping the existing 
system to run heavier trains at higher speeds. More 
diesel locomotives are to be bought, about 1,300 route- 
miles of track will be electrified, large-capacity freight 
cars will be acquired, and heavier track will be laid. 
The greater part of the foreign exchange cost of this 
program will have to be met over the next two or 
three years. 


Bank loan to Philippines 


Also on October 13, the World Bank made a loan 
equivalent to $34 million to the National Power Corpo- 
ration of the Philippines, to assist in financing a large 
hydrolectric project on the island of Luzon. 

The loan is for 25 years and bears interest at 
5% per cent, including the | per cent commission 
which is allocated to the Bank’s Special Reserve. 
Amortization will begin in 1965. Twelve U.S. com- 
mercial banks are participating in the loan, without 
the World Bank’s guarantee, for a total of $1,217,000, 
covering the entire first three maturities, due from 
June 1, 1965 to June 1, 1966. 

The National Power Corporation, which is an autono- 
mous government-owned corporation supplying bulk 
power to industry and to private power distributors, 
has embarked on a program designed to add 
946,000 kilowatts to the Luzon power grid by the 
end of 1972. The Bank loan will cover the foreign 
exchange costs of building a dam, a reservoir, and a 
power house with an installed capacity of 206,000 kilo- 
watts on the Angat River about 25 miles northeast of 
Manila. The total cost of the project is estimated at 
the equivalent of $62.8 million. 


This is the third Bank loan to the Philippines and 
the second loan to the National Power Corporation. 
The first, $18.5 million, was made in 1957 for the 
Binga hydroelectric project in northern Luzon. 


Bank and IDA credits to Costa Rica 


Also on October 13, the World Bank and its affiliate, 
the International Development Association (IDA), 
joined in lending the equivalent of $11 million to 
Costa Rica. The Bank loan and the IDA development 
credit, each for the equivalent of $5.5 million, will help 
to finance the import of equipment for highway con- 
struction and maintenance and the reconstruction and 
construction of about 420 miles of national and 
regional highways, representing about one third of 
Costa Rica’s highway system. 

The Bank loan is for 15 years and bears interest 
at 53%4 per cent, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve, and is 
repayable in foreign exchange. Amortization will begin 
in 1965. The IDA development credit—the first of its 
kind to Costa Rica—is also repayable in foreign 
exchange, but is for 50 years and is interest free. 
The first repayment will be due on November 1, 1971. 
Thereafter, 1 per cent of the principal will be repayable 
annually for 10 years and 3 per cent will be repayable 
each year for the remaining 30 years. The only annual 
charge for the IDA credit will be % of 1 per cent on 
the amounts withdrawn and outstanding, to meet IDA’s 
administrative costs. Three Philadelphia commercial 
banks are participating in the loan, without the Bank’s 
guarantee, for a total of $150,000, representing part 
of the first maturity, due on May 1, 1965. 

Including the present loan, the Bank has now lent 
the equivalent of $25.8 million in Costa Rica. 
Sources: International Bank for Reconstruction and De- 

velopment and International Development 
Association, Press Releases, Washington, 
D.C., October 13, 1961. 


Europe 


U.K. Economic Situation 


In the six months before the measures introduced by 
the Chancellor of the Exchequer in July (see this 
News Survey, Vol. XIII, p. 233), national output in 
the United Kingdom was rising at an annual rate 
of 3-4 per cent, as a result mainly of increases in the 
production of plant, machinery, and vehicles. The 
balance of payments had begun to improve in the 
second quarter of 1961, largely because imports had 
fallen as stockbuilding was reduced. Even apart from 
the July measures, fixed investment seemed to be level- 
ing out; indeed, it may fall in 1962. In addition, since 
wage rates have been rising fairly slowly since Janu- 
ary 1961 and prices have been rising fairly rapidly, the 





INTERNATIONAL FINANCIAL News Survey, Vol. XIII, No. 41, October 20, 1961 327 
emasiaiatcan ecoeii ie eis eiecte cee aaa a en enennieeenneenpenieneninnenerensnnanasiageiesiiincaaaa> 


increase in consumer expenditure has slowed down. 
The Chancellor’s measures are likely to reinforce both 
these tendencies. 

Exports should be a little higher in the second half 
of 1961 than in the first half, and they should rise 
further in 1962. Imports will probably remain much 
the same for some months but could start rising 
slowly if output expands again in the early part of 1962. 
The National Institute of Economic and Social Research 
suggests that at that time the balance of payments 
might again be in over-all surplus (on current and 
long-term capital accounts). 

The latest survey by the Federation of British 
Industries indicates that there has been a significant 
fall in business optimism in the last four months. More 
firms reported that they were working below full capacity 
than in the previous inquiry in June; and more than 
50 per cent of the firms reported a decline in the 
rate of new orders and a shortening of order books. 
The main impediment to increasing output appears 
now to be this lack of orders rather than scarcity of 
skilled labor. 


Sources: National Institute of Economic and Social 


Research, Press Release, September 1961, 
and The Times, October 13, 1961, London, 
England. 


Norwegian Budgets 


The Norwegian Government Budget for the calendar 
year 1962, recently presented to Parliament, provides 
for total expenditure (i.e., including debt operations) 
of NKr 8,415 million ($1,178 million). Expenditure 
excluding debt operations is estimated at NKr 6,990 mil- 
lion, and revenue—after allowing for an increase of 
NKr 60 million in indirect taxes—is estimated at 
NKr 7,290 million, resulting in a surplus before debt 
transactions of NKr 300 million. New lending, redemp- 
tion of debt, etc., is estimated at NKr 1,425 million. 
Use of cash holdings and new borrowing will amount 
to NKr 1,100 million, compared with NKr 1,350 million 
in the 1961 budget. 

In presenting the budget, the Minister of Finance 
stressed that in the present economic situation grave 
repercussions may result if the price level is not 
stabilized and the deficit in the balance of payments 
reduced. Close cooperation both in monetary and credit 
policy and in budget policy is necessary to solve these 
problems. The repercussions on the balance of pay- 
ments, production, and prices may become more serious 
if the present excess domestic demand continues, and 
the main aim of economic policy should therefore be 
to limit demand to the extent necessary to safeguard 
full employment and economic growth. 


In its economic policy for 1962, the Government 
has attempted to create more anticyclical flexibility 


than previously. On the assumption that demand can, 
if necessary, be stimulated more readily than curtailed, 
the Government has taken the following measures: 
Budget appropriations for new buildings will in many 
cases be granted on the condition that the work will 
not be started until the fall of 1962; 5 per cent of the 
lending budgets of the state banks are for the time 
being to be kept in reserve; for regulated building 
activity, rules are to be laid down to prevent too many 
building starts in the first half of 1962; and arrange- 
ments are to be sought which would enable the volume 
of credit to be regulated at various times in the course 
of the year. 


In reviewing the budget estimates, the Minister of 
Finance said that the large expenditures for education 
and research, road construction, and power plants, as 
well as the automatic increase in current expenditure as 
a result of the wage increases, have made it necessary 
to raise indirect taxes on liquor, beer, some wines, 
and gasoline. Direct taxes on income and property will 
remain unchanged in 1962, but during the year the Gov- 
ernment will present proposals for a major tax reform. 


In the National Budget for 1962, the Ministry of 
Finance estimates that economic growth in Norway 
next year will be somewhat lower than in recent years. 
The real gross national product is forecast to increase 
by 4 per cent in 1962, compared with increases of 
about 5 per cent this year and 6.6 per cent in each of 
the preceding two years. Private consumption may 
increase by 3-4 per cent in 1962, against an estimated 
increase of about 5 per cent in 1961. Government 
nonmilitary consumption, however, is estimated to in- 
crease more 1 in earlier years, by about 6-7 per cent 
against 4-5 per cent in 1961. Because of the proposed 
tightening of credit policy in 1962, investment in 
machinery and equipment is estimated to increase by 
only 4 per cent and total investment in building and 
construction by about 2 per cent. In spite of the fact 
that the authorities aim at reducing the deficit in the 
balance of payments, it is estimated that the deficit on 
current account will be almost NKr | billion ($140 mil- 
lion) in 1962. The 1961 deficit will probably reach 
about NKr 1.5 billion, the highest in any postwar year. 
That the deficit for 1962 is expected to be smaller is 
due to tighter economic policies and to lower imports 
of ships. 

It is not expected that the prospects for large market 
formations in Europe will change materially the aims of 
economic policy. Full employment and rapid economic 
growth will continue to be the main objectives, and a 
fair distribution of income will again be stressed. The 
Ministry regards it also of great importance that the cost 
level should not increase more sharply in Norway than 
in competing countries. Private demand, which has 
increased rapidly in recent years for both consumption 
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and investment, should therefore be reduced, not only 
in order to reduce imports, but also in order to increase 
the labor force and production facilities available for 
export production. 


Source: Norges Handels og Sj@fartstidende, 


Norway, October 10, 1961. 


Sweden and the EEC 


The Social Democratic Government’s declaration 
that Sweden’s traditional policy of neutrality excluded 
any form of link with the European Economic Commu- 
nity (EEC) other than association (see this News 
Survey, Vol. XIII, p. 267) has led to a widespread 
debate on the European market problem. The Liberals 
and Conservatives, though maintaining that Sweden 
should not abandon its course of neutrality, were in 
favor of investigating all possible ways of joining the 
Common Market before taking a definite stand. 

The Government has now announced that Sweden 
will apply for negotiations about association with the 
EEC at the end of October or early in November. This 
followed informal talks between the Government and 
representatives of industry, trade, and labor, and a 
conference with the leaders of the opposition parties. 
The meeting between the Government and the industrial 
and labor leaders was the largest of its kind ever 
arranged. The conference featured a general survey of 
the problem, during which government spokesmen gave 
an account of recent developments and of the soundings 
made in different European quarters, on which the 
Government had based its stand. Representatives of 
industry presented rather alarming facts and figures on 
the expected consequences for exports and employment 
if Sweden were to stay out of a wider Common Market. 

The probiem will be the subject of a special debate 
in Parliament, probably on October 25. 


Oslo, 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, October 13, 1961. 


Economic Situation in Finland 


According to the Economic Survey recently published 
by the Finnish Ministry of Finance, economic activity 
in Finland has remained at a high level in 1961. The 
net national product, which rose from Fmk 1,019 billion 
in 1959 to Fmk 1,159 billion in 1960, is expected tc 
reach Fmk 1,253 billion this year. Industrial produc- 
tion, which is playing a continuously more important 
role in the Finnish economy, is expected to increase 
by 7 per cent this year (against 9 per cent in 1960) 
and to continue to increase in 1962, although at a some- 
what lower rate, viz., about 5-6 per cent. This develop- 
ment is reflected in a continued rise in private 
consumption, from Fmk 740 billion in 1959 and 
Fmk 830 billion in 1960 to an estimated Fmk 892 bil- 
lion in 1961. Private investment has also increased 


considerably, while public consumption and investment 
have shown smaller increases. 

The volume of exports is expected to be greater by 
7 per cent in 1961, compared with a 14 per cent 
increase in 1960. A growth in exports of 5-6 per cent 
in 1962 may also be foreseen, and, together with the 
expected rise in domestic consumption, may lead to 
an increase of about 4 per cent in total production; 
three fourths of this increase will probably be accounted 
for by increased productivity and the rest by an increase 
in the labor force. 

Employment has improved steadily since the winter 
of 1959, and at present demand and supply on the 
labor market are almost in balance. In certain fields 
there may even be some scarcity of labor, especially 
of highly skilled workers. 


Hufvudstadsbladet, 
tember 12, 1961. 


Source: Helsinki, Finland, Sep- 


French Budget Proposals for 1962 


Since 1960 the French budget has been divided into 
two parts: (1) the “General Budget,” which includes 
current revenue and expenditure and public works and 
military expenditure, as well as revenue and expenditure 
of government agencies (e.g., the Post and Telecom- 
munications Administration, the Printing Office) and 
special Treasury accounts, and (2) “Loans and 
Advances,” which includes capital made available by 
the Treasury to the economy (including nationalized 
enterprises) and repayments of such capital. The addi- 
tion of the net amount for Loans and Advances to the 
surplus or deficit on the General Budget gives the over- 
all budget deficit, the so-called “impasse.” 

In the budget proposals for 1962, submitted to 
Parliament by the Government in early October, the 
over-all budget deficit is set at NF 6.87 billion, com- 
pared with NF 6.86 billion in the original estimates 
for 1961. 

The proposals for general budgetary expenditure in 
1962 show an increase of some 10 per cent over the 
original estimates for the 1961 budget. The main cate- 
gory responsible for this increase is current civil expendi- 
ture, which has been increased from NF 37.87 billion 
in the 1961 budget law to NF 43.82 billion in the 1962 
budget proposals: an increase in the number of govern- 
ment employees, especially in the field of public edu- 
tion, and a rise in the wage rates paid by the Government 
to its employees raise the total government wage bill by 
NF 2.15 billion; furthermore, the Government proposes 
to increase the expenditures of the Ministry of Agricul- 
ture, largely subsidies, by NF 2.30 billion in 1962. 
Proposals for military expenditure in 1962 show a mod- 
erate increase (about 3 per cent); and to keep the 
over-all budget deficit within reasonable limits despite 
the large increase in current civil expenditure, the Gov- 
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ernment has been forced to reduce nonmilitary capital 
expenditure (from NF 8.17 billion in the budget law 
for 1961 to NF 8.10 billion in the proposals for 1962), 
as well as loans and advances. 

The gross amount of loans and advances is estimated 
at NF 6.84 billion in the proposals for 1962, compared 
with NF 7.56 billion in the budget law for 1961. 
Authorized loans for low-rent construction are expected 
to increase slightly; the loans to be granted by the 
Fund for Economic and Social Development are to 
remain unchanged, at NF 3.05 billion a year; and the 
advances to the Consolidation Fund for Medium-Term 
Credit for the consolidation of five-year housebuilding 
loans are to be reduced from NF 1.35 billion in the 
original estimates for 1961 to NF 0.6 billion in the 
proposals for 1962, as the Consolidation Fund is 
expected to borrow more on the money and capital 
markets. 

The Government estimates that general budgetary 
receipts will increase in 1962 by about 9 per cent (to 
NF 68.16 billion) over the estimates set forth in the 
budget law for 1961; the increase is due mainly to an 
estimated rise in tax receipts as a result of continued 
economic expansion. Some minor new taxes are pro- 
posed—notably one on parking fees for cars and one 
on the capital gains which might result from the sale of 
undeveloped land for housing construction—but the 
Government also proposes that the rate of the surtax on 
a family’s total income be reduced from 8 per cent to 
6 per cent. Repayments on loans and advances are 
scheduled to decline slightly in 1962. 


Sources: Le Monde, Paris, France, October 4 and 8-9, 
1961. 


Foreign Trade of Portugal 


A deterioration in the external payments position 
of Portugal is one of the important problems con- 
fronting the country. During the first half of 1961 
imports of metropolitan Portgual rose by 31 per cent, 
to Esc 8,864 million ($305 million), from Esc 6,789 
million during the same period last year, whereas 
exports rose by only 2 per cent, to Esc 4,138 million. 
Textiles, including raw cotton and raw wool, accounted 
for 15 per cent of imports by volume in the 1961 period. 
Machinery and electrical equipment were second in 
order of importance in both years. The increase in the 
value of imports of textiles was 53 per cent, and imports 
of machinery almost doubled in value, from the first half 
of 1960 to the first half of 1961. The imports that 
increased most were those from the United States and 
Canada (86 per cent) and from the OEEC area 
(32 per cent). A slowing down in the rate of increase 
of exports is evident. There were actual declines in 


some exports, e.g., mineral products, cork, cotton 

thread, while exports of sardines and port wine 

increased. 

Sources: Banco de Portugal, Boletim de Informagdao 
Estatistica, July 1961, and Jornal do Comér- 
cio, September 20, 1961, Lisbon, Portugal. 


Middle East and Africa 
Compulsory Housing Loan in Israel 


By means of a compulsory loan, the Government of 
Israel expects to raise I£25 million ($14 million) for 
the housing of immigrants. The loan is to be collected 
in six monthly installments, beginning in October 1961, 
in the form of a surtax to the income tax, with some 
exemptions for lower income groups. The Absorption 
Loan Bill, which was adopted by Parliament on Octo- 
ber 10, provides for repayment of the loan in cash, 
beginning in 1967. Repayment will be made to one tenth 
of all contributors in each year, the tenth for each 
particular year to be chosen by lottery. The loan certifi- 
cates will bear interest at 4 per cent per annum. 

This compulsory loan became necessary because of 
the considerable increase in the rate of immigration. 
The original housing budget for 1961-62 provided 
I£50 million for the building of 6,600 dwelling units 
for an estimated 25,000 immigrants; subsequently, an 
additional 1£40 million was approved for 4,000 more 
units. According to recent estimates, however, 60,000 
immigrants are expected to arrive during the current 
fiscal year (ending March 31, 1962). 

Sources: Hollandsche Bank-Unie N.V., Economic Re- 
view, Amsterdam, Netherlands, September 
1961; The Jerusalem Post, Jerusalem, Israel, 
September 18 and October 11, 1961. 


Cotton Situation in U.A.R. (Egypt) 


The 1961-62 cotton crop of the United Arab Republic 
(Egypt) is expected to be considerably smaller than 
crops in recent years, owing to large-scale infestation 
by leaf worm and to unfavorable weather conditions. 
The first official estimate of the new crop (the cotton 
year starts September 1) is 6.95 million metric kantars 
(1 metric kantar = 50 kilograms), a decline of about 
27 per cent from the 1960-61 crop of 9.56 million met- 
ric kantars. The decline is entirely due to a decrease of 
28 per cent in the average yield, from 4.67 metric kan- 
tars per feddan (1 feddan = 1.038 acres) in 1960-61 
to 3.35 metric kantars per feddan in the current year. 
The current crop estimate of 6.95 million metric kantars 
is made up as follows: 3.10 million metric kantars of 
long-staple (45 per cent of the crop), 1.75 million met- 
ric kantars of medium-long-staple (25 per cent), and 
2.09 million metric kantars of medium-staple and 
scarto (30 per cent). The carry-over at the end of the 
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last cotton season (2.03 million metric kantars) in- 
creases the available supplies at the beginning of the 
current season to 8.98 million metric kantars. 

The pest infesting the cotton crop this year has also 
affected other crops, such as maize. The Government 
has taken several measures to alleviate the financial 
strains on the farming community as a result of the 
large decline in their incomes. For affected cotton 
producers, outstanding debts to the Agricultural and 
Cooperative Bank are to be extended and repaid in 
three annual installments without additional interest. 
These debts are in the neighborhood of LE 20 million 
($57 million). In addition, a cash subsidy of LE 4 per 
feddan, with a maximum of LE 40 to each farmer, is 
to be paid by the Government to affected cotton pro- 
ducers. This subsidy is expected to total about 
LE 5.5 million. Loans granted by the Agricultural 
and Cooperative Bank for the current winter crops and 
for maize are also to be repaid in three annual install- 
ments without additional interest. These loans are in 
the neighborhood of LE 9 million. 


Source: Al Ahram, Cairo, U.A.R. (Egypt), October 10, 
1961. 


Sudan's Foreign Trade in 1960 


The Sudan’s export surplus in 1960 was LSd 0.4 mil- 
lion ($1.5 million), compared with LSd 9.7 million 
($27.8 million) in 1959. Exports were LSd 63.4 mil- 
lion (1959, LSd 66.8 million), exports of cotton and 
cottonseed declining by about LSd 8.5 million and all 
other exports combined increasing by LSd 5.1 million. 
Imports rose from LSd 57.1 million to LSd 63.0 mil- 
lion, the growth being more than accounted for by an 
increase of LSd 6.5 million in the imports of capital 
goods occasioned by the intensification of the develop- 
ment program. There were a sharp decline in imports 
of food products and moderate increases in most other 
categories. 

The relative share of the Common Market countries 
in Sudanese exports declined from 31.1 per cent in 1959 
(LSd 20.8 million) to 22.1 per cent in 1960 (LSd 14.0 
million), while the share of the Soviet bloc rose from 
7.0 per cent (LSd 4.7 million) to 12.3 per cent 
(LSd 7.8 million). Otherwise, the geographical distri- 
bution remained much the same as in 1959. 


Source: Department of Statistics, Foreign Trade and 
Internal Statistics, Khartoum, Sudan. 


U.S. Goods for the Congo 


At the end of September, agreement was reached 
between the U.S. Government on one side and the 
United Nations and the Government of the Congo on 
the other, under which the United States placed 
$12.9 million at the disposal of the United Nations to 
finance a special program of imports of U.S. goods into 
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the Congo. A rapidly increased flow of goods is 
expected to help to curb inflationary pressures in the 
Congo and to expand Congolese exports. 

UN officials in the Congo have indicated that, in 
licensing imports financed by this program, priority will 
be given to equipment that either stimulates the pro- 
duction of Congolese exports or reduces the need for 
imports; about 60 per cent of the funds is to be used for 
this purpose. These goods include spare parts for 
machinery, new mining and plantation equipment, 
refrigerated railway cars for hauling fish from the 
Congo River to market, trucks, and other heavy equip- 
ment; they exclude cars and air conditioners. Second 
priority (about 25 per cent of the total) is to be given 
to pharmaceuticals, chemicals, and some foods. The 
remainder (approximately 15 per cent of the total) is 
to be allocated for clothing, household goods, and some 
incentive items, which plantation workers and farmers 
in the interior can buy with their money incomes. 

Before the country became independent on June 30, 
1960, the United States used to supply about 15-20 per 
cent of total Congolese imports, of which a sizable 
portion comprised heavy mining equipment and other 
supplies used by enterprises in Katanga Province. This 
Province, which declared itself independent from the 
rest of the Congo in July 1960, is not to be included in 
the present program unless it comes again under the 
authority of the Central Government in Leopoldville. 

The present special program supplements the $10 mil- 
lion contributed by various nations to the UN Congo 


International Financial Stafistics 


This monthly publication of the International Mone- 
tary Fund is a standard source of statistics on all aspects 
of domestic and international finance. Issues are about 
300 pages each. They present for most countries of the 
world current data useful for analyzing international 
payments and problems of inflation and deflation. Among 
the data included are exchange rates, gold and foreign 
exchange holdings, and the monetary system's assets and 
liabilities including the money supply; also interna- 
tional trade, prices, production, government finance, and 
interest rates. In addition, data are presented in inter- 
national tables, giving area and world aggregates. 

Charts for the various countries show recent changes 
in important series; the scales for the charts are selected 
in order to facilitate comparison between all the charts 
for one country and between similar data for the various 
countries. Many issues also carry feature charts and 
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Fund, which was put at the disposal of the Congo by 
the United Nations in June 1961. Previous foreign 
assistance to the Congo consisted mainly of $5 million 
for agricultural and road works provided by the United 
Nations in August 1960, and some 20,000 tons of 
wheat and other agricultural products (to a total value 
of $1.5 million) supplied by the United States under a 
P.L. 480 Title Il program which began in March 1961. 


Source: The Wall Street Journal, New York, N.Y.. 
October 3, 1961. 


Far East and Australasia 
India’s Import Policy 


India’s import licensing policy for the six-month 
period ending March 31, 1962 provides for a marginal 
reinforcement of the rigorous restriction of imports, 
owing to the difficult foreign exchange position. Quotas 
for established importers have been reduced or canceled 
for 120 items in respect of which indigenous production 
has expanded, including a wide range of steel products, 
chemicals, electrical appliances, and sports goods. This 
is expected to result in a saving of foreign exchange of 
approximately Rs 10 million ($2.1 million). A principal 
aim of policy is to ensure a balance between mainte- 
nance imports and development imports. A new element 
in the import policy is a declaration that applications 
for plant and equipment to set up industrial units 
“mainly for export” will be dealt with on a priority basis. 


Sources: The Times of India, Bombay, India, October 1, 
1961; The Statesman (Overseas Edition), 
Calcutta, India, October 7, 1961. 


Industrial Growth in Thailand 


The Government of Thailand has announced its 
intention of removing 20 industries from the list of 
those eligible for privileges under the Industrial Promo- 
tion Act (see this News Survey, Vol. XII, p. 402), as 
the capacity of these industries now exceeds domestic 
demand. The affected industries include those produc- 
ing sugar, gunny bags, dry cells, galvanized sheets, 
and sulphuric acid. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., October 9, 1961. 


Industrial Development in Viet-Nam 

The Industrial Development Center in Viet-Nam, 
between its creation in February 1958 and May 1961, 
has given local industries aid totaling VN$480 million. 
Of this, YVN$351 million represented loans and the 
remainder direct investments. The largest loans were 
for the manufacture of textiles, ceramics, wood prod- 


ucts, condensed milk, and aerated drinks. Direct invest- 
ments were channeled mainly into sugar refining, glass- 
ware, wood products, and textiles. 


Source: Le Journal d’Extréme-Orient, Saigon, Viet- 
Nam, October 7, 1961. 


Japan's Foreign Exchange Budget 

Japan’s foreign exchange budget for the latter half of 
fiscal 1961 (October 1961-March 1962), which has 
just been adopted, totals $4,399 million, an increase 
of 6.3 per cent over the final budget for the previous 
six months, which had been the largest on record. 
Of the total, $3,526 million is for imports and $873 mil- 
lion for invisibles. 

The new budget is characterized by a continued 
effort to liberalize trade while pursuing a stringent 
financial policy at home. The import budget excluding 
reserves, although 26 per cent larger than the budget 
for the corresponding period of the last fiscal year, is 
only 1.7 per cent larger than the budget for the preced- 
ing six months, reflecting an expected slackening in 
the rate of increase in production during the coming 
six months as the stringent financial policy takes effect. 

With effect from October 1, 570 import items have 
been liberalized by transferring them from the Fund 
Allocation System: 240 items to the Automatic 
Approval System (AA) and 330 items to the Auto- 
matic Fund Allocation System (AFA). In addition, 
120 items have been transferred from the AFA to the 
AA. Some 170 items are also scheduled to be liberal- 
ized on December 1. The percentage of imports 
liberalized (based on 1959 customs statistics) has thus 
been raised to 68 per cent on October 1, and will 
reach 70 per cent on December 1. This is in accord- 
ance with the new liberalization program adopted on 
September 26 (see this News Survey, Vol. XIII, 
p. 321). 

It has also been announced that the liberalization 
scheduled for December 1 will be withheld from four 
countries which discriminate against Japanese goods— 
the United Kingdom, France, Italy, and Austria—if 
they fail to ease restrictions on Japanese goods on a 
reciprocal basis. 

According to the official estimate of the balance of 
payments made in connection with the foreign ex- 
change budget, there is expected to be a deficit in 
current transactions of $880 million for the current 
fiscal year, compared with the original estimate of a 
surplus of $10 million. However, capital transactions 
will yield a surplus of $350 million (original estimate, 
$190 million). Official reserves at the end of March 
1962 will be about $1,450 million. 


Source: Nihon Keizai Shimbun, Tokyo, Japan, Sep- 
tember 30, 1961. 
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International Reserves of the Philippines 

The international reserves of the Philippines stood 
at $123 million on September 28, compared with 
$196 million at the end of March, and are expected 
to decline further when payment is made for the rice 
recently imported by the Government at a cost of 
$14 million. However, exchange proceeds from sales 
of sugar to the United States under the recent increase 
in the Philippine quota, and from larger sales of copra, 
are expected to become available in the coming months, 
and the authorities are reported to be hopeful that 
the decline in reserves will then be reversed. 

Two factors which have adversely affected the reserve 
position this year are the repayment of $20 million 
on the Romulo-Snyder loan from the U.S. Government, 
and a substantial under-reporting of copra shipments 
in the past 12 months. 


Sources: Philippine Association, Philippine Newsletter, 
and Philippine-American Chamber of Com- 
merce, Weekly Bulletin, New York, N.Y.. 
October 6, 1961 


Australian Wheat Exports fo Mainland China 

Australia will ship 250,000 tons of wheat to Main- 
land China during November and December 1961 and 
January 1962. These shipments will bring Australia’s 
total sales of wheat to China to one million tons (see 
this News Survey, Vol. XIII, p. 76). Australia is now 
assured of clearing its 1960-61 crop. 
Source: The England, October 4, 

1961. 


New Zealand Credit Restrictions 

The New Zealand Government has announced an 
intensification of the current credit squeeze as part of 
its efforts to reduce inflationary pressure. In future, 
banks will have to pay 7 per cent interest on £NZ 20 
million of their borrowings from the Reserve Bank, 
instead of on £NZ 15 million as at present. The banks 
have also been asked to resist applications for new 
loans or additional advances and to adhere strictly to 
their present tight credit programs. The Prime Min- 
ister, Mr. Keith Holyoake, said that the squeeze would 
continue well into next year at least; banks had, how- 
ever, been asked not to slash overdrafts in such a way 
as to force sales of stocks of imported goods. 

The Government’s decision to tighten credit fur- 
ther, which comes in addition to curbs on hire purchase 
and the tightening of import controls undertaken 
earlier in the year, reflects the continued deterioration 
of New Zealand’s balance of payments. A strong 
demand for imported raw materials and finished goods, 
combined with poor prices for wool, butter, and cheese 
this year, has brought the country’s reserves down from 
the mid-1960 high of £NZ 120 million to £NZ 62 mil- 
lion at mid-1961, and to £NZ 53% million at mid- 


Times, London, 


September; the seasonal decline in the country’s re- 

serves has yet to have its full effect. 

Source: The Financial Times, London, England, Octo- 
ber 6, 1961. 


Overdraft Service Fee in New Zealand 

The trading banks in New Zealand will introduce an 
overdraft service fee, additional to normal interest 
charges, at the beginning of November 1961. The fee, 
to be charged in November each year, will in the 
current year apply to the overdraft limit or the actual 
advance—whichever is higher—on October 31, 1961; 
thereafter, it will apply to the highest limit or advance 
recorded during each year ending October 31. The 
scale of the fees is regressive, ranging from £NZ 1 on 
overdrafts of up to £NZ 100, to £NZ 50 on overdrafts 
exceeding £NZ 50,000. 

The fee is being introduced in order to help to cover 
some of the higher costs involved in administering and 
servicing overdrawn accounts. It is also expected to 
encourage borrowers to reduce their overdraft limits. 
Source: Reserve Bank of New Zealand, New Zealand 

News Review, Wellington, New Zealand, Sep- 
tember 8, 1961. 
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